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ITEM 1. Significant Parties

(a) the Issuer’s directors:
Stewart D. Sachs

Home Address:
21756 Camper Circle
Tilghman, MD 21791

Business Address:

10811 Red Run Boulevard
Suite 200

Owings Mills, MD 21117

(b) the Issuer’s officers:
Stewart D. Sachs
President and Chief
Executive Officer
Addresses — see above
James W. Emery
Vice President and
Director of Branch
Operations

Home Address:

145 N. McCall Cove
Collierville, TN 38017

Business Address:

10811 Red Run Boulevard

Suite 200
Owings Mills, MD 21117
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Behjamin M. Lyons

Home Address:
2920 Talbert Court
Finksburg, MD 21048

Business Address:
10811 Red Run Boulevard
Suite 200

Paul Bekman

Home Address:
11541 Saint Davids Lane
Lutherville, MD 21093

Business Address:
300 W. Pratt Street;-Suite-450
Baltimere; MD-21024Suite 450

Owings Mills, MD 21117 Baltimore, MD 21201

Jay W. Jang

Vice President Secondary
Marketing

Home Address:

3100 Fox Valley Dr.

West Friendship, MD 21794

Business Address:

Suite 200
Owings Mills, MD 21117

"~ 10811 Red Run Boulevard

Benjamin M. Lyons
Chief Operating Officer and
Director of Sales

Addresses — see above

Jamie E. Sachs
Secretary and Treasurer

Home Address:

3506 Avery Hill Dr.
Owings Mills, MD 21117

Business Address:
10811 Red Run Boulevard

Suite 200
Owings Mills, MD 21117



Issuer's Officers Cdntinued:

Ronald J. Granick Craig Cohen Lisa C. Ellis

Vice President of Vice President, Wholesale  Vice President, Wholesale

Wholesale Sales Operations Operations

BusinessHome BusinessHome BusinessHome

Address: Address: Address:

12419 Knollcrest Road 5901 Riverwood Court Owings-Mills;-MDb21H-1H7

Owings-MillsReisterstown, Owings-Mills;sMD 4021 Silvage Road

MD 2344721136 2+ 7Frederick, MD Baltimore, MD 21236
21704

HomeBusiness Address: HemeBusiness Address: HemeBusiness Address:

10811 Red Run Boulevard 10811 Red Run Boulevard 10811 Red Run Boulevard

Suite 200 Suite 200 Suite 200
Reisterstowar, MD Frederrelk MD Baltimeore-Mb
2+4360wings Mills, MD 2+7840wings Mills, MD 242360wings Mills, MD
21117 21117 21117

(c) the Issuer’s general partners:
N/A
(d) record owners of five (5) percent or more of any class of the Issuer’s equity securities:

Stewart D. Sachs-and, Paul Bekman, and Benjamin M. Lyons (whose addresses are set
forth in section (a) above)

(e) beneficial owners of five (5) percent or more of any class of the Issuer’s equity securities:

Stewart D. Sachs-and, Paul Bekman, and Benjamin M. Lyons (whose addresses are set
forth in section (a) above)

(f) promoters of the Issuer:

Stewart D. Sachs and Benjamin M. Lyons (whose addresses are set forth in section (2)
above)

(g) affiliates of the Issuer:
None.

(h) counsel to the Issuer with respect to the proposed offering;
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William E. Carlson, Esquire
Shapiro Sher Guinot & Sandler, P.A.
36 South Charles Street
Suite 2000
Baltimore, Maryland 21201
(i) each underwriter with respect to the proposed offering:
None.
(§) the underwriter's directors:
N/A
(k) the underwriter's officers:
N/A
() the underwriter's general partners:
N/A
(m) counsel to the underwriter:

N/A

ITEM 2. Application of Rule 262

(a) State whether any of the persons identified in response to Item 1 are subject to any of the
disqualification provisions set forth in Rule 262.

None.

(b) If any such person is subject to these provisions, provide a full description including
pertinent names, dates and other details, as well as whether or not an application has been
made pursuant to Rule 262 for a waiver of such disqualification and whether or not such
application has been granted or denied.

N/A

ITEM 3. Affiliate Sales

The proposed offering does not involve the resale of securities by affiliates of the Issuer.

ITEM 4. Jurisdictions in Which Securities Are to be Offered

(a) List the jurisdiction in which the securities are to be offered by underwriters, dealers, or
salespersons.



The securities will not be offered by underwriters, dealers, or salespersons.

(b) List the jurisdictions in which the securities are to be offered other than by underwriters,
dealers or salesmen and state the method by which such securities are to be offered.

The Issuer's President and Chief Executive Officer and its Chief Operating Officer, as authorized
officers of the Issuer and as Issuer agents, shall offer securities to the public, in only:

Maryland

ITEM 5. Unregistered Securities Issued or Sold Within One Year

(a) As to any unregistered securities issued by the Issuer or any of its predecessors or affiliated
Issuers within one year prior to the filing of this Form 1-A, state:

No such securities have been issued.
(1) the name of such Issuer:
N/A
(2) the title and amount of securities issued:

N/A

(3) the aggregate offering price or other consideration for which they were issued
and basis for computing the amount thereof:

N/A
(4) the names and identities of the persons to whom the securities were issued:

N/A

(b) As to any unregistered securities of the Issuer or any of its predecessors or affiliated Issuers
which were sold within one year prior to the filing of this Form 1-A by or for the account of
any person who at the time was a director, officer, promoter or principal security holder of
the Issuer of such securities, or was an underwriter of any securities of such Issuer, furnish
the information specified in subsections (1) through (4) of paragraph (a).

Not applicable, as no such securities have been sold.

(¢) Indicate the section of the Securities Act or Commission rule or regulation relied upon for
exemption from the registration requirements of such Act and state briefly the facts relied
upon for such exemption.

N/A




ITEM 6. Other Present or Proposed Offerings

State whether or not the Issuer or any of its affiliates is currently offering or contemplating the offering
of any securities in addition to those covered by this Form 1-A. If so, describe fully the present or proposed
offering.

No such offering is contemplated.

ITEM 7. Marketing Arrangements

(a) Briefly describe any arrangement known to the Issuer or to any person named in response to
Item 1 above or to any selling security holder in the offering covered by this Form 1-A for any of
the following purposes:

(1) To limit or restrict the sale of other securities of the same class as those to be
offered for the period of distribution:

None.
(2) To stabilize the market for any of the securities to be offered:
None.

(3) For withholding commissions, or otherwise to hold each underwriter or dealer
responsible for the distribution of its participation:

None.
(b) Identify any underwriter that intends to confirm sales to any accounts over which it exercises
discretionary authority and include an estimate of the amount of securities so intended to be
confirmed.

None.

ITEM 8. Relationship with Issuer of Experts Named in Offering Statement

If any expert named in the offering statement as having prepared or certified any part thereof was
employed for such purpose on a contingent basis or, at the time of such preparation or certification or at any
time thereafter, had a material interest in the Issuer or any of its parents or subsidiaries or was connected with
the Issuer or any of its subsidiaries as a promoter, underwriter, voting trustee, director, officer or employee
furnish a brief statement of the nature of such contingent basis, interest or connection.

No such expert has been named in the offering statement.

ITEM 9. Use of a Solicitation of Interest Document

Indicate whether or not a publication authorized by Rule 254 was used prior to the filing of this
notification. If so, indicate the date(s) of publication and of the last communication with prospective purchasers.

No publication authorized by Rule 254 was used prior to the filing of this notification.
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PART 11 — OFFERING CIRCULAR

Cover Sheet

Bay Capital Corp.
10811 Red Run Boulevard
Suite 200
Owings Mills, Maryland 21117
Phone: (443) 394-3500

Dated as of Oetober——2003March , 2004

Bay Capital Corp. (the "Company") intends to offer up to $5 Million aggregate principal amount of our renewable unsecured
subordinated notes with maturities of 1, 2, 3, and 5 years (the "Notes"), as described more fully in this Offering Circular. At a minimum,
we intend to offer at least Five Hundred Thousand ($500,000.00) aggregate principal amount of our Notes. The net proceeds of this
offering to the Company are anticipated to be approximately $5 Million if the maximum amount is sold and Five Hundred Thousand
($500,000.00) if the minimum amount is sold.

It is expected that the Notes will be sold directly by the President and Chief Executive Officer and the Chief Operating Officer
of the Company to investors on a best efforts basis commencing on or about Oeteber-April , 2003:2004. There will be no commissions
payable to any person with respect to Notes sold to investors by the Company, and there shall be no other compensation for selling agents
or any other persons. Additionally, there will be no underwriter in connection with this offering.

Until such time as a minimum of proceeds is obtained by the Company, proceeds will be deposned in escrow at Community
First Bank and promptly returned to investors with eertainup to and including a maximum of [ % interest in the event that the minimum is
not sold during the offering period which shall be until twelve-menths-after-the_termination date hereofrof December 31, 2004, unless

extended as-permitied-under-applieabledaw.by the Company until December 31, 2005.

INVESTMENT IN SMALL BUSINESSES INVOLVES A HIGH DEGREE OF RISK, AND INVESTORS SHOULD NOT
INVEST ANY FUNDS IN THIS OFFERING UNLESS THEY CAN AFFORD TO LOSE THEIR ENTIRE INVESTMENT. SEE
THE BELOW RISK FACTORS THAT MANAGEMENT BELIEVES PRESENT THE MOST SUBSTANTIAL RISKS TO AN
INVESTOR IN THIS OFFERING.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE
ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE
SECURITIES HAVE NOT BEEN RECOMMENDED OR APPROVED BY ANY FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THESE AUTHORITIES HAVE NOT PASSED UPON
THE ACCURACY OR ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

THE U.S. SECURITIES AND EXCHANGE COMMISSION DOES NOT PASS UPON THE MERITS OF ANY SECURITIES
OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT PASS UPON THE ACCURACY OR COMPLETENESS
OF ANY OFFERING CIRCULAR OR SELLING LITERATURE. THESE SECURITIES ARE OFFERED UNDER AN
EXEMPTION FROM REGISTRATION; HOWEVER, THE COMMISSION HAS NOT MADE AN INDEPENDENT
DETERMINATION THAT THESE SECURITIES ARE EXEMPT FROM REGISTRATION.

DISCOUNT AND COMMISSIONS
Baderveiting Price to Public Discount and Commissions Proceeds to Issuer or other
persons
Per Unit (minimum) $1,000 $0 $1,000
Total $5,000,000 $0 $5,000,000
MINIMUM AND MAXIMUM
Price to Public Underwriting discount and Proceeds to Issuer or other
» commissions ersons’
Total Minimum $500,000 $0 $500,000
Total Maximum $5,000,000 $0 $5,000,000

This offering has been registered for offer and sale in the following states:

! A breakdown of expenses to be paid from such proceeds is described below in the Section titled "Use of Proceeds."
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THIS OFFERING CIRCULAR CONTAINS ALL OF THE REPRESENTATIONS BY THE
COMPANY CONCERNING THIS OFFERING, AND NO PERSON SHALL MAKE DIFFERENT
OR BROADER STATEMENTS THAN THOSE CONTAINED HEREIN. INVESTORS ARE
CAUTIONED NOT TO RELY UPON ANY INFORMATION NOT EXPRESSLY SET FORTH IN
THIS OFFERING CIRCULAR.

This Offering Circular, together with financial statements and other attachments, consists of a total of
30242 pages.

A WARNING ABOUT FORWARD-LOOKING INFORMATION

THIS CIRCULAR CONTAINS FORWARD-LOOKING STATEMENTS THAT INVOLVE RISKS
AND UNCERTAINTIES. SUCH FORWARD-LOOKING STATEMENTS MAY BE IDENTIFIED
BY THE USE OF WORDS SUCH AS—WiLL* "BELIEVES,” "PLANS,” "ESTIMATES,"
"ANTICIPATES," "EXPECTS," "INTENDS,"” OR WORDS OF SIMILAR IMPORT. FORWARD-
LOOKING STATEMENTS ARE NOT GUARANTEES OF PERFORMANCE. THEY INVOLVE
RISKS, UNCERTAINTIES, AND ASSUMPTIONS. THE COMPANY'S ACTUAL RESULTS
‘COULD DIFFER MATERIALLY FROM THOSE ANTICIPATED IN THESE FORWARD-
LOOKING STATEMENTS AS A RESULT OF CERTAIN FACTORS, INCLUDING THOSE SET




FORTH UNDER "RISK FACTORS" IN THIS CIRCULAR. MANAGEMENT OF THE COMPANY
BELIEVES THESE FORWARD-LOOKING STATEMENTS ARE REASONABLE; HOWEVER,
YOU SHOULD NOT PLACE UNDUE RELIANCE ON SUCH FORWARD-LOOKING
STATEMENTS, WHICH ARE BASED ON CURRENT EXPECTATIONS.




COMPANYGENERAL BUSINESS

q' (;eﬂefal BHS.IHBSS ()"'E“F’"i&""

Our Company was incorporated in the State of Maryland on May 10, 2000. However, we did
not begin producing revenue until April of 2002. We are a mortgage banker and broker providing

reSIdentlal mortgage loans to consumers. Generally,—we—intend—to—sell-ninety-five-percent-of-the

mortgage loans W1th the intention to sell the loans in the secondary market for p_;of;t Specifically,
er 95% of the loans that we make are intended to be sold and less than 5% of the mortgage loans that

e originate are intended to be t in our loan portfolio. We utilize warehouse lines of credit (a
described below) to fund those loans that we sell within 60 days of origination. The loans that sold

are usually sold with between 1% and 4% of gross profit, and the loans that we hold in our portfolio

earn interest in excess of 12%.

Our mortgage loans are produced from two origination channels. The first origination channel
is from our effiliateaffiliated retail branches_(as described below) that produce loans directly from
consumers obtaining first or second mortgages. As of the date of this offering, we have twenty-
twegight affiliate branches_in Maryland, Pennsylvania, Virginia, and Ohio with sixty-one loan officers
in total. Each loan officer originates loans using the Company's loan programs. Each branch pays
certain fees to us for each loan—Fhe-fees, which vary depending on the loan program and loan size.

The second ong1nat1on channel of mortgage loans is %he—w%ae}esa{e—éepamﬁem—As—e%e—éate

from our wholesale

d1vmon—¥he—v«he¥esa¥e—éepa*%eﬂ%eﬂgﬁm$eﬁhe4ea1ﬁ—fom, where such loans are obtained frog
licensed mortgage brokers—%meh that choose to use our kﬁm—programs As-of-the-date-of-this

Offernp—we-have-branches-oper 'gaﬁ-l»&—dﬁé—@h&o—ln contrast tg
loans originated from our retail division where we make loans directly to customers) loans generated
by our wholesale division are originated from mortgage brokers. As of the date of this offering,
twenty-two account executives originate loans from brokers in our wholesale division.

Presently, the funds that we use to lend for mortgages are obtained by us through two
extremely-expensive warehouse lines of credit and the sales of mortgages, as described below. With
the $+MitHen500,000 to $5 Million that we anticipate raising through this Offerngoffering of
subordinated debt and the resultant ability to obtain less expensive warehouse lines of credit, we will
have increased--as-wel-as-cheapereapital-totend: capital, as well as have the ability to obtain cheaper
capital to lend. Additionally, with the increased capital, we will have the capability of hiring
additional loan officers, and account executives and opening new retail branches to increase our loan
volume. Below, we discuss the milestones that we intend to reach as a result of this Offering.

RISK FACTORS

The below is a discussion (listed in the order of importance) of the risk factors which we
consider to be the most substantial to an investor in this offering in view of all facts and circumstances,
or_which otherwise make this oitelmg speculative or one_of high risk, Specificallv, vou should be
aware of those factors whi cat that vour investment will be lost in whole, or
in_part, or not provide an adequate return. Before vou invest in the offering as described in this
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Notes, Which Max Affect Our Ability to Repay the Notes.

Your right to receive payments on the Notes will be junior

vill be ju substantially all of our existing
_l._IlQ.@b_tﬁdl_éé as_vell as :111 future bor

vell as all future b _N_mgsML;xE@ge“ﬁge;Bf credit that we wﬂl
(for a listlgg of such debt which will take priority, g!ease see the Descrlgnon of Notes section below).
However, the Notes will be senior to our financial obligations to our stockholders in that capacity. See
“Description of Notes” below.

snents had been made on all of our senior indebtedness. It is

any navmente to_vou under the Notcs including Davments ot mturcet whcn duc or navmcnts ot

principal upon maturity.
B. Substantial Indebtedness Could Prevent Us from Fulfilling Our Obligations Under the

Notes.

Generally, substantial indebtedness could adverselv affect our financial health. and prevent us
from fulfilling our obligations under the Notes by:

e increasing our vulperability to general adverse economic and industry conditions;

* requiring us to dedicate a substantial portion of our cash flow from operations to payments on
our indebtedness, thereby reducing amounts available for working capital, capital expenditures,

o limiting our flexibility in planning for, or reacting to. changes in our business and the industry
in which we operate;

® Dplacing us at a competitive disadvantage compared to our competitors that have less debt; and

o limiting our abilitv to borrow additional funds.

Subiect to hmimtiom comained in our other oumtanding debt obliuﬁ'ions we Tnay_incur

C. No_Trading Market For the Notes, Which May Make it Difficult to Transfer Your

Notes, Which Limits Your Ability to Liquidate Your Investment.

Another risk that vou should consider is that vour abilitv to liguidate vour investment is limited
because the lack of a trading market, and the limitations and potential penalties on repurchase requests




ior to the maturity of the Notes, Specifically, jour | r Notes may not be transftm:d thhoul:

and the lack of a market for
ell, J_e_dgg}g1 _otherwise liquidate vour investment.

AdetJOnallv ren_urchases of the \Iotes bv us DI‘IOI‘ 10 matuntv at the request of the holders of the Notes

are subject to repurchase penalties.

D. The Notes will Include No Obligation for Us to Provide a Sinkin _g_Lnd urity,

Whlch a LlrmtOu Ability to Repay the Notes

certain receivables and general intan z:i_bl._c_.,s,_i.)_..t

Jnlike other types of debt which are g

h orrowc,r,_the,Notes wlll not be sc_cured b any ot

] b ligations of the C omg_a_n;/z__and are not guaramtee_d by,

or msured b ’, dn de zQ.S;.i.,iQ_._,. mstztutxon_ the Federal Denosit Insurance Comgration, or_an other

our ability to repay th_g Notes.—“ o

E.  We Are Subject to Many Restrictions in Our Other Qutstanding Debt Which Limit Us
From Engaging in Certain Transactions (Which Might Otherwise Allow Us To Obtain

Additional Capital) Which May Limit Qur Ability To Repay the Notes.

Qur other outstanding debt obligations that have been issued impose significant operating and
financial restrictions on us, and require us to meet certain financial tests. The restrictions set forth in

our other debt obligations mav sienificantly limit. or prolubit us from engaging in certain transactions,
including the following:

e

it g

e

le

transferring or selling assets currently held bvus; _and

e

engaging in mergers or consohdations,

These restrictions may limit our ability to_execute our business strategv, and our ability to
obtain additional sources of capital. which may limit our ability to repay the Notes, In addition, the
fallure to comply with any of the covenants of our other outstanding debt, the terms governing these
Notes, or to maintain certain indebtedness ratios, would cause a default under our other outstanding
debt agreements in effect at such time. A default, if not waived, could result in the the acceleration of the

payable. A continuing default under. or acceleration ofL any of our ot'her debt, Would 'Iike]v cause a

default under one or more of the other debt agreements that otherwise would not be in default. and in
7




which case, all such rc]dttd mdebtedncss__gguldbc accelzrated If t}ns were to_occur, We > might not be

E. You Will H QL@,QL_}LL1@!.9;1;?1:’::@__*“::;_&:@_:1,};_6__";6__@_5  of the Notes Because We Can Because We Ca
dditional Debt Which will b to the Notes And Ther imited

0 Default Which Might Limit Your Collecti n Rights Under the otes.

n_a Limited Return of Yout

Reinvest Such Proceeds at a Com arable

Interest Rate.

We have the right to redeem anv Note at any tiime prior to its stated_maturity, upon 30 davs
written notxce to you (see the "Descrmtlon of Noteg" sectlon below). The Notes will be redeemed at
¥ ’ p to the redemiption date. Any such

redemption_mav_have the effect of reducmg the income or return_that vou may receive on an
investment in the Notes, by reducing the term of the investment. Additionally, vou may not be able to
reinvest the nroceeds of any. such redemption of the Notes for the remainder of the original term of the
redeenmed Notes at an interest rate comparable to the rate paid on those Notes.

H. You Mav be Required to Pav Taxes on Accrued Interest on Notes Prior to Receiving
Interest Payments.

naturity and | - exceeds
one vear, vou may be required to pay taxes on the accrued interest prior to our making any interest
pavments to vou. You should consult vour tax advisor to determine vour tax obligations.

If vou choose to have interest on vour Note paid at maturity and the term of vour Note

L We Have a Limited Oneratin&Histor\/ Which May Make it Difficult for You to
Evaluate Our Business and May Make it Difficult for Us to Accurately Forecast Future

Revenues.

We have a short operating history, as we only began producing revenue in April of 2002. Asa
result, we have a limited operating history upon which you may evaluate our business and our
rospects. Moreover, the short operating history might make it difficult for us to accurately forecast

our future revenues and other operating results.

L. Qur_Inability to Raise the Minimum Amount of Funds to Achieve the Anticipated
Milestones Could Negatively Impact Us Which Might Affect Qur Ability to Repay the

Notes.




If we only raise the minimum funds as a result of the Offering, or if we fail to raise such
e might be delaved in achieving the milestones described in this Offeri ircul

which would limit our profitability and our ability to repay the Notes.

K. Failure to Obtain or Renew our Licenses Would Negatively Impact Us and Might

Affect Our Ability to Repay the Notes,

If we {ail to obtain or renew our required licenses to conduct business as a mortgage broker and
lender. ould be unable to continue to conduct business as mortgage lender and broker ou
business would fail, which would restrict our ability to repay the Notes. See the Licenses Section of
the "Summary of Business" Section below.

L. A Dramatic Increase in Interest Rates Mav Negatively Impact Us and Affect Qur
Ability to Repay the Notes.

If interest rates increase dramatically in a short period of time, the results of this offering might
be different than our expectations expressed in this Circular, and such an increase may have a negative
impact on us and our ability to repay the Notes. However, we have anticipated gradual interest rates
increases (which should not pose a risk to vour investment; see our discussion below in the

Management's Discussion and Analysis of Certain Relevant Factors in the Section entitled Company
Growth).

M. ismanagement of Qur Company May Negatively Impact Us and Might Affect Our
Ability to Repay the Notes.

If the officers or directors of our Company mismanage our company, the result this
Offering might be different than our expectations expressed in this Offering Circular, which might

limit our profitability and our ability to repay the Notes.

Management Has Broad Discretion Over the Use of Proceeds Which Ma

Affect Our Profitability Which May Affect Qur Ability to Repay the Notes.

1t is expected that we will use the proceeds from this offering primarily for general corporate
purposes as_discussed elsewhere in this offering circular, which may include the pavment of general
and administrative expenses. Because no specific allocation of the proceeds will be required (except as
otherwise _described herein), our_management will have broad discretion in determining how the
yroceeds of the offering will be used. As stated elsewhere herein, our management does not intend to

e e e e e e e R e T e e

use the proceeds to reduce debt that is senior fo the Notes.

0. Litigation May Negatively Impact Us and Might Affect Our Ability to Repay the Notes.

Future lawsuits against us might have a negative impact upon the profitability of our company.
However, at this time, we are not involved in any litigation.

P. We May Not be Able to Sustain and Manage Growth, Which May Impact Us and
Affect Our Ability to Repay the Notes.
9




In order to meet our strategic objective lan to continue to expand our loan volumes (a
described in the Section entitled "Management’s Discussio d_Analysis of Certain Rele is

Factors" below). Continued growth in this area depends largely on:
o our ability to attract borrowers and brokers that wish to use our loan programs;

o the availability of funding, including securitizations, on favorable terms;

o general economic and other factors such as the rate of inflation. unemployment level

dramatic increases of interest rates, which are beyond our control; and
o stability and growth in management.

Our continued growth also depends on our ability to_manage this growth in loan volume

effectively, Factors that affect our ability to successfully manage growth include:
o retaining and recruiting experienced management personnel;
o finding and adequately training new employees;
o cost-effectively expanding our facilities;
o growing and updating our management systems; and
o obtaining capital when needed.

Q. Qur Profitability and Ability to Grow is Dependent on Our Warehouse Lines of Credit,
and if such Funding Sources are Disrupted, We Would Be Negatively Impacted Which
May Prevent the Repayment of the Notes.

We rely in part on our warehouse lines of credit to fund our operations and growth. If we
breach any of our covenants under our warehouse lines of credit, including various financial covenants,
the lenders may terminate those credit lines. Disruptions in the securitization market could negatively
affect our ability to comply with these covenants, and therefore our ability to borrow or replace these
facilities could be adversely affected, which would reduce our profitability, thereby making it more
difficult for us to repay the Notes.

R. Poor Performing Mortgage I.oans May Negatively Impact Us and Might Affect Our
Ability to Repay the Notes.

The poor performance of our mortgage loans (which we hold in our loan portfolio as described
herein) might have a negative impact upon_the profitability of our Company, which might affect our

ability to repay the Notes.

S. Due to Intense Competition Among Mortgage Lenders, We May Not be Able to
Compete Successfully, Which May Negatively Impact Us and Our Ability to Repay the

Notes.

10




face intense increasing ¢ etition fro ou age companies

hich have great ources than us, Incre competiti uld make it more difficult
originate loans, which would reduce rofitability, thereby making i der for us to r the
otes. For a further discussion of our competition, see the Section bel entitled "Market

Competition”,

T. e Terms of the Notes May Not Satisfy Your Investment Needs

A xadby L AN MWy SN EARAR

In addition to the risks discussed above, the characteristics of the Notes, including maturity, the

aspects of your financial situation, including your income, net worth, financial needs, investment risk
tes” bel

profile, return objectives, investment experience, and other factors, See "Description o

A. Current and Future Production by Division

in_mortgage loans as a result of our retail branches and our wholesale account executives. Of the
originated loans listed above, we acted as the lender for 85% of all such loans, and we brokered 15% to

other lenders.

The vear 2003 was a vear of growth for us. At the beginning of 2003, we had 11 retai

branches; we now have 28 branches, which produce over 125 loans a month with monthly averages of
loan volume between $18 and $25 Million (which has produced between $150,000 and $270,000 in
monthly revenues to our corporate office, which such revenue is separate and distinct from the revenue
earned by our affiliated retail branches, which is retained by such branches, as described below).

dditionally, in the beginning of 2003, we had 6 wholesale account executives (in our wholesale
division); we now have 22 account executives, with monthly averages between $10 and $14 Million i
loan volumes ich has produced between $300,000 and $440.000 in monthly revenues). For the

month of October of 2003, our wholesale division generated over $12 Million Dollars in loan volume,

and our retail branches generated over $24 Million in loan volumes. The revenue and profit eamned

each division for October is set forth below.
We intend to have 60 branches in our retail division by the end of 2004, which should generate

54 Million_in monthly loan volumes. Additionally, we intend to hire an additional 20 account

executives in 2004 in our wholesale division, which should generate $40 Million in monthly loan
volume in our wholesale division by the end of 2004.

With the above additional branches and staff, we expect to originate between $800 Million and

1 Billion ortgage loans in 2004. Although interest rates have recently started to rise, thi

projection is based upon our growth in sales and production staff, which, we believe, will increase our
revenue and offset any decline in revenue that might be incurred by higher interest rates. See_the

discussion below in the section titled Management's Discussion an nalysis of Certain Relevant
Factors.

B. Revenue from Each of Our Divisions
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At the time of this offering, the breakdown of production by each of our divisions is as

discussed above. The revenue and net profit of each of our divisions for August, September, and
October of 2003 are as follows (as mentioned above, the revenue to our "Corporate Office" does not
include such revenue retained by the retail branches; the financial arrangement of the branches is

described below in the section titled "Bay Capital Branches"

C. The Marketing Strategy
As explained in the Management‘s Discussion and Analysis of Certain Relevant Factors section

of this circular, our marketing strategy is to increase the two channels of our loans with the additional

capital raised through this offering by obtaining less expensive warehouse lin f credit and
expanding our retail and wholesale divisions, as discussed below,

The strategy for growth will require adding two new branches each month. This will be

accomplished bv several efforts. including tradeshows, broker shows, lender fairs, Intemet, trade
ublications, direct mail, and other forms of marketing.

area to work with new brokers to send their loans to us, Regional managers will also be required to
manage every ten account executives.

The strategy for growing the wholesale channel is to hire account executives in each market

D. Loan Programs

We act as the lender by making loans in connection with manv different residential mortgage

yrograms that include (without limitation} the following:

1. _Conforming Loans;

2. Non-Conforming Loans;
3.  Jumbo Loans;

4. Sub-Prime Loans;
5. Construction Loans;
6. Renovation Loans:

7. Second Mortgages:;
8. _Adjustable Rate Loans;
9. Fixed Rate Loans;

10. Balloon Loans;

11. FHA Loans; and
12. VA Loans.

We nubimh 3ate sheets that include most of the loan programs listed above, in order to provide

1¢_affiliate_retail branches and the mortgage brokers contacted
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E. Licenses

We are a licensed mortgage eempanybroker and lender, governed by various governmental
agencies, as discussed below.

Each Statestate in which we do business requires us to be registered and licensed by that state
to make consumer and real estate loans. Additionally, we make government insured loans that require
that we be approved by the Department of Housing and Urban Development, as well as the Veterans
Administration, as applicable. The approvals from these agencies were obtained in July of 2002, and
are renewed annually.

Specifically, we are licensed to act as a lender and/or mortgage broker in the following states:
Colorado, Connecticut, Celerade;-Delaware, Florida, Indiana, Kentucky, Maryland, Maine-Michigan,
Missouri, Mestana;-North Carohna Ohio, and Pennsylvania-Seuth-Carolins;—FennesseeTexas-and

Virginia.

It is intendedexpected that we will become licensed in thirty-eneall fifty states by

Deeember31,-2003—0wurin the near future. However, our plan is to focus on the states located on the
east coast durmg the twelve months followmg the date of th1s a%ealar—-%%Deeember%A—%O@%—we

east—-eeas%s%a%es—offenng

In the event that we are unable to obtain a license (or a renewal thereof), or have a license
suspended or revoked, there would be a negative impact on our operating expectations. However, to
date, we have never been denied a license, or had the same suspended or revoked.

Additionally, we are qualified to conduct business in the following States:states: California,
Colorado, Connecticut, CeleradoDistrict of Columbia, Delaware, Florida, Georgia, Illinois, Indiana,
Kentucky, Louisiana, Maryland, Maine, Michigan, Missouri, Mississippi, Mertana;—North Carolina,
New Hampshire, Ohio, Pennsylvania, Rhode Island, South Carolina, Tennessee, Texas, and-Virginia,

Vermont, Wisconsin, West Virginia, and Massachusetts.
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BE.  Market Competition
AsAlthough interest rates have begun to rise in the recent m. mortgage interest rates still

have been at a thirty-year low, and many lenders have grown rapidly and achieved much success. We
are positioned to compete on two levels. The first level includes loans with low interest rates that are
available for a borrower that has qualifying credit and debt ratios_(such loans are called prime rate
loans). The second level includes loans with higher rates for the borrower that cannot qualify for the
low interest raterates, due to poor credit or a high debt to income ratio. ThisThese higher saterates will
range from a rate just higher than the (low) market rate, to a rate substantially higher than the market
interest rate. The term used for loans in connection with the credit-impaired market is called "sub-
prime loans".

We consider the following companies to be our primary competition:

Conforming Market

Wells Fargo
Countrywide
Indymac
Columbia National Bank
First Nationwide

Sub-Prime

Ameriquest
Option One
Accredited
Decision One
Wilmington National
Saxon
Equifirst

Typically, our retail division focuses upon prime rate Joans (also known as "A Paper” in our
industry) and our wholesale division focuses upon sub-prime rate loans (also known as "BCD Paper”
in our industry).

In addition to competing on the two levels discussed above, we believe that we offer
competitive customer service to our customers—, as described below.

Although most of our competition consists of larger organizations, which are backed by large
banks, this is not a hindrance in capturing market share from our competition; our strategy is not to be
the biggest lender, but to deliver consistent service and competitive interest rates. The market has
hundreds of mortgage lenders competing for the same loan. The marketsfor loans is very competitive,
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and each lender must have great service, competitive loan programs, and market rates. Most lenders
offer similar loan programs with similar interest rates. The only difference between such competing
lenders is the service provided by each company.

We provide superior_customer service. For example, we require that the underwriter of each

loan speak to the applicable loan officer within 24 hours after a loan application is submitted is
requirement creates a higher level of service than other mortgage lenders; typically for loans throu

other mortgage lenders, the underwriter is not in contact with the other parties involved in_the loan
process. Additionally, we offer our customers an expedited closing process: we have the capability to

close a loan 48 hours after we receive the loan application. Typically, our competitors take a week {or

longer) to complete that same closing process.
G. Compensation of Account Executives

Our account executives (in our wholesale division) are paid on commission, with a guaranteed
minimum draw amount of $2.000.

H Bav Capital Branches

As mentioned above, we have branches in Maryland, Pennsylvania, Virginia, and Ohio. We do
not own these branches (with the exception of our branch in Ohio). Rather, each branch is its own
profit center, and, similar to a franchise relationship, we receive certain fees on all loans. Additionally,
we earn between 35BPS (basis points: 100 basis points equals 1%) and 300BPS depending on the loan
product. Although we do not actually support the branches financially (all expenses are paid from the
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revenue of each branch., as discussed below ovide the support system in exchange for the

loans that eventually are sold in the secondary market.

Specifically, once an individual applies and is approved as a branch manager, the manager has

the authority to manage the profit and loss of their operations (including the hiring, firing, staffing,
marketing, and the day-to-day operations of the branch operations). Our corporate office handles all

ayroll, licensing, human resources, legal, loan products derwriting, closing, and funding. The

branches act as originators for loans that they make, and they utilize our Bay Capital rate sheets. Once

alo cer at the branch has taken a loan application, the loan is turned gver to our orate office

to be underwritten, processed, closed, and funded.
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nce an is funded, the branch receives the points and fees on the loan. The points and fee

d ited into the branch checking account, which is separate from our corporate account, A

expenses and certain fees of each branch are paid from each of the branch's checking accoun e balance
remaining in each Branch account at the end of each month is the branch profits which are paid to the Branch
Manager, However, each of the branch-originated loans are owned by Bay Capital; and, as discussed a €

sell most of our loans on the secondary market to other investors at a profit. For ex le, to illustrate h

generate revenue from our branch operations, if a branch makes a $100,000 loan and charges 2 points and
$500.00 in fees, when the loan closes, the branch earned $2,000 in points and $500.00 in fees for a total of
$2,500. We would fund such a loan and sell the loan to other investors for $101,000.00 or a $1,000 net profit to

corporate (in addition to certain other fees we receive from the retail branch for each closed loan). anc

carned $2.500 gross and then would submit branch bills and certain Bay Capital fees to be paid out of the

2,500 earned. If the branch pa 1,000 in bills and fees, the branch profits would be $1.500, which is pavable
to the Branch Manager at the end of each month,

H-1. Employees
The Company's employee roster as of Septeraber—sthe end of 2003 was as follows:

Total staff =449]191

Branch (retail) sales staff = 89116
Wholesale sales staff = +942 -
Support staff = 4433

Of these employees, 171 were full-time employees.

4. Company I eased Property

Our principal properties include the following leased locations which we use as office space:

10811 Red Run Boulevard
Suite 200

. Owings Mills, Maryland 21117
(Company headquarters)

3821 Little York Road
Dayton, Ohio 45414




JK.  Company Anticipated Milestones for Necessary Growth

As mentioned above, we were not profitable during fiscal year ending December 2002. Listed below (in
chronological order) are several milestones that we must reach in order to beeome-profitableincrease our
profitability following the closing of the offering. The expected method by which we will achieve the
milestones is also set fgrth below:

o
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As discussed above, our primary objective is to grow closed loan volume within #welvel2 months after
the offering. Our profitability will improve with increased closed loan volumes, as the closings-per-employee
ratio improves. However, delays in achieving the defined closed loan volumes will affect profitability and
liquidity. At the time of this offering, we have been averaging over $30 Million in loan volume per month,

however;and the proportion of conforming loans to sub-prime loans is eightysixty percent conforming loans,
and #&wentyforty percent sub -prime loans. The closed loan volume targets are an important objective, however
the ratio of conforming loans to sub-prime loans is more important, as the profit margins are higher with sub-
prime loans.

After reviewing the nature and timing of each milestone set forth above, we advise you to reflect upon
whether achievement of each milestone within the applicable estimated time frame is realistic. You should
further assess the consequences of delays or failure of achievement of the milestones; in making your
investment decision.

L. Cost of Expansion of Branches

As discussed above, we do not own the Bav Capital retail branches. All expenses associated with such

branches are satisfied with the revenue of each such branch. However, as new branches are opened and
additional account executives in our wholesale division are hired, we have expenses associated with expanding
our corporate infrastructure to process the loans generated by such additional branches and account executives.
Specifically, each of our loan processors has the capacity to process twenty (20) loans each month. Therefore,
for each additional four to five account executives, or each additional four to five branches that we add, we will
hire an additional processor for our corporate office. The average annual salary of each such processor is
approximately $40,000. Additionally, in order to expand our divisions, we incur certain marketing expenses,
Our expected costs of expansion is set forth above in the Company Anticipated Milestones Sections. Of course,
such additional costs shall be offset by the revenue generated by such expansion.

M. Qur Warehouse Lines of Credit

In order to fund the loans originated from our retail division and our wholesale division, we have in
place two lines of credit (known as "warehouse lines of credit"), whereby we take out short-term loans (not
exceeding 60 days) to fund the retail and wholesale loans, and over 95% of these loans are then sold and the
lines of credit are paid in full within sixty (60) days of the loan closing. At this time, the warehouse lines of
credit that we utilize are with First Tennessee Bank Warehouse Lending and First Collateral Warehouse
Lending.
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N. Directors and Offic articipation in this Offerin

p=

We do not expect for the Company officers and directors to purchase the Notes in connection with this
Offering.

MANAGEMENT'S DISCUSSION AND
ANALYSIS OF CERTAIN RELEVANT FACTORS

A, Company Growth

As-of Mareh-31;2002;Recently, the interest rate environment washas been at a thirty-year low. This has
caused a surge in re—-financing and new loans among homeowners. This surge will not last indefinitely, and
within-a-perfed-ef-time-the interest rates wilthave started to increase in the recent months and will continue to
increase, which will cause a_projected 50% slowdown of re-financings—Jt_over the coming six months.
Therefore, it is important that we grow in wholesale staff and retall branches in order to offset the eventual
decrease in re-ﬁnancmgs S-FERS ek : ategy-during— ~rJanua

growth to reach 60 grancheg and 50 Wholesale Accgunt Executwes bx the end of 2004. Therefore, as explained

below, this expansion should produce the $80 Million per month obijective, and $800 Million to $1 Billi
loans volume during 2004, regardless of rising interest rates. The $80 Million loan volume a month should

generate $2.5 Million in revenue resulting in an additional $500,000 in net income per month. The personnel

growth should insulate the Company from a decrease in re-finaneirgsloans as a result of the increased interest
rates._To understand our projections, it is necessary to consider all of our origination platforms.

During the recent months, as the interest rates rose, our retail division's loan production decreased.
However, our wholesale division's production actually increased. As stated above, our retail division and our
wholesale division focuses upon different types of borrowers: our retail units focus upon prime rate loans ("A
paper™), while our wholesale unit focuses upon sub-prime loans ("BCD paper"). Accordingly, our retail division
has been impacted more than our wholesale division by the rising interest rates, as our wholesale division is

alreadv predominantly involved in higher rate loans.

In reality, we alwa rojected interest rates to rise. Accordin we_have planned to _increase the

number of retail branches so that the decrease in loan volume at each branch due to the rising interest rates
would be offset by the increased number of branches. Our goal has always been to stabilize our monthly loan
volume, not necessarily to increase it. Our monthly objective has been between $40-$50 Million per month in
each of our units, branch and wholesale, During this past year, our retail unit grew much faster than projected

due to very low interest rates, while the wholesale unit was slow to grow. As of the end of 2003, our retail loan
volume remained steady at between $18-$25 Million of monthlv loan volume, which should slowly increase
throughout the year of 2004 to our target of $40-$50 Million. Our wholesale unit started out at the beginning of
2003 with 30 closed loans which had a volume of $3 Million of closed loan volume, and ended the vear of 2003
at 110 closed loans for $19 Million of closed loan volume. These 2003 figures for our wholesale division reflect
a 600% increase. It is projected that the wholesale unit will continue to grow during 2004; nevertheless, a

conservative growth of 100% to $40 Million of closed loan volume by the end of 2004 should easil
achieved.
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We had 6 wholesale account executives in J of 2003 and had 22 in December of 20 wi
easily be able to hire an additional 20 Account Executives in 2004; with this additional sales staff, reaching 4

million in wholesale loan originations per month by December 2004 should be achieved. The average number
of loans generated in the wholesale division is 4-5 loans for each month for each account executive, and each
loan is equal t average amount of $180,000: monthly, account executives generate at least 0 1n loa

olume. There each additional account executive can increase the loan volume b 0,000 a mon
additional account executives should generate an additional 50 loans per month, or $9 Million in monthl
volume,

verage monthly production from a branch is 5 loans for $900.000. As new branches are brou

we_expect monthly loan volumes to increase b 00,000 for each new branch. course, some branche
roduce a much higher volume--our largest producing Bay Capital branch closes on average $8 Millio
month. fac te ove, we started 2003 with 11 Branches and ended 2003 with 28 branche is i

growth of 2.5 times. During the months at the end of 2003, we have added an average of 2 new branches per

month, which has produced an average of 16 loans per month. Our projections for 2004 is to_add
branches for each month in order to end the vear of 2004 with 60 branches total, which should pro

additional $54 Million in monthly loan volumes or $900,000 of loan volume per branch each month.
In sum, the key to our success is our ability to grow retail branches and wholesale sales staff that cause a

higher volume of loans to close each month until an excess of $80 million a month is achieved

This Offering further supports our overall growth strategy by providing the capital base necessary for
such rapid growth-. The costs associated with expanding our retail branch and wholesale divisions is set fo

above in the Company Anticipated Milestones for Necessary Growth Section.

B. Explanation of Previous Company Losses and Future Steps Taken to Avoid Such Losses

For our first fiscal year of operations, which ended December 31, 2002, we reported a net loss of

$198,952. This loss was a result of severalcertain factors that(as discussed below) that has been changed and
will be changed after the closing of the offering, which will allow the-profits to increase in fiscal year 26032004

and beyond.

One negative factor which caused this loss is that we had operated with certain efJenders-thatwarehouse
lines of credit from warehouse lenders, that lent us the requisite funds for 90 days to fund loans until those loan
were sold to other investors. These warehouse lenders charged an average cost of six and ninety-five
hundredth's percent (6.95%) for 2002. Other warchouse lines of credit from other warehouse lenders
ehargecharged during that time libor + 300 BPS_(basis points; 100 basis points equal 1%), which would have
resulted in a cost of only 4.63%. Using other warehouse lenders would have saved us over two percent (2%)
annually on our outstanding balance. This offering provides us with additional capital that will be used to
negotiate less expensive warehouse feanslines of credit, which will have a substantial positive financial impact

on the net income for fiscal years2603-andyear 2004.

In addition to the net interest rate adjustment, the typical warehouse lender charges between $50.00 to
$75.00 per loan. Accordingly, using a different warehouse lender would have saved us on average $100.00 per
loan, as the per loan charge by the banks that we used was between $125 to $275 per loan warehoused_(i.e., for
each loan). One thousand twenty three (1,023) loans were warehoused in fiscal year 2002. At an average of
$100.00 savings per loan, we would have earned an additional $102,300 in 2002. This offering provides us with
additional capital that will be used to negotiate less expensive warehouse leanslines of credit, which would have
a substantial positive financial impact on the net income for fiscal years2003-andyear 2004. In addition to the
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interest rate spread discussed above, and the per loan charge savings, we would have earned over $340,000 in
additional revenue in fiscal year 2002, '

As of the date of this Offering Circular, we have already replaced the warehouse loans with less
expensive interest and fees. a result of this Offeri e anticipate obtaini arehouse lines of credit tha
are even more inexpensive. It is anticipated that the net interest margin will increase from a loss of $27,000 in
fiscal year 2002, to aan estimated gain of $180,000 in fiscal year 2003, and $360,000 in fiscal year 2004.

Additionally, the net loss in 2002 was also caused by certain start-up costs, which are non-recurring
expenses. These start-up expenses included: staff recruitment expenses, software expense, and initial legal
expenses. Moreover, it is important to note that during the initial year, we did not have a large enough loan
volume to support our overhead expenses. Of course, at the present time, our loan volume supports all of our
overhead expenses.

C. Existing Gross Margin-as-a-Pereentage-of Salesfor Last-Fiseal-YearMargins on Loans

TheAs explained before, the Company originates prime mortgages (FNMA, FHLMC, FHA, VA) and
sub-pnme mortgages (for the income or credlt impaired). Eighty-percent-ofall-of our-originatedloans-are-prime

-The income spread on Prime ]oans is

typically 50-60 BPS_(as ex lalned bove BPS stands for basis points; 100 basis points equate to 1¢

principal balance of the loan). The spread on sub-prime_to prime loans is typically 250-400 BPS. As mentloned
above as more sub-pnme loans are produced more proﬁts can be earned by the Company Our ever&l%basmess

e

sab—pﬁmeJreaﬁs- x1§t1ng ratlo of prime loan§/sub-gr1me lgans is 60/40.

D. Nature of Accounts Pavable and Accounts Receivable and Relationship Between Large

Amount of Receivables and the Much Smaller Amount of the Company’s Total
Revenue

The accounts pavable in our balance sheet reflect ordinary trade pavables (without delinquencies) that

occur in the normal course of our business. Additionally, our balance sheet reflects a higher amount of accounts

receivable in comparison to loan revenues. The reason is because our receivables are mortgage receivables and
are secured by liens on the mortgaged property. Furthermore, the majority of loans are sold within 60 days.
Given the industry in which we operate, it is common for accounts receivable to be significantly higher in
comparison to revenues. Such account receivables are not aged and no allowance is provided for difficulty in
collection. As a mortgage lender, we buy and sell mortgages, and our receivables represent the inventory of
loans that have not yet been sold to third parties.

E, Statistical Disclosure

The statistical information on Bay Capital set forth in the following sections is furnished pursuant to
Industry Guide 3 under the Secondary Exchange Act:

1 Distribution of Assets, Liabilities, and Stockholders’ Equity: Interest Rates and
Interest Differential

Information required by this section of Guide 3 is presented below:
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(1) Net interest margin equals net interest income divided by interest-earning assets.
2) Interest income and expense includes $607,944 (annualized to $729,533) and $540.441 (annualized to

648.529), respectively, which are included in branch revenues in the company's financial statements.

3 Average assets and liabilities have been computed using month-end balances because daily balances are
not available. Balances in accounts receivable from loan originations and the related fundin om the

warehouse lines are higher at the end of the month and beginning of the following month because of the nature
of the loan closing cycle. Therefore, computing averages for the periods using month-end balances produces
higher average balances than if daily balances were used. Consequently, it is also not practicable to compute the
analysis of changes in net interest income caused by changes in volume and changes in interest rates.
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11 Securities Portfolio

The Company has not held any significant investment obligations oft (1) The U.S. Treasury or
other U.S. Government agencies and corporations: (2) States of U.S. and political subdivisions; or (3 €
securities including bonds, notes, debentures and stock of business corporations, forei oV ent d

political subdivisions, inter-governmental agencies, or the Federal Reserve Bank.,

1L Loan Portfolio

e Company onl 1ds residenti rteage loans ¢ other statistical informati equired

by Industry Guide 3, in connection with the maturities and sensitivities of loans to changes of interest rates is
not applicable, as we sell most of our mortgage loans. Additionally, the risk elements disclosure required under
Industry Guide 3 are not applicable, as all loans are deemed to be current and not at risk because most of our
loans are sold to third parties.

IV. Summary of Loan Loss Experience.

he statistical information required under this section of Indu Guide 3 is applicable, as most o
our loans are sold after closing, as discussed in the footnotes to our financial statements.

V. Deposits.

This section of Industry Guide 3 is not applicable as we hold no deposits.

V1. Return on Equity and Assets.

The information required by this section of Industry Guide 3 is set forth below:

o
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VII. _ Short-Term Borrowings.

¢ information required by this section of Industry Guide 3 is set forth below:

OTHER RELEVANT FACTORS

The following factors may be relevant to the price at which the securities are being offered hereunder:

Our net after-tax earnings—loss} for the last fiscal year (2002) was ($398.952.00)(or($397-90)per
share)-$198.952.00,

Our net tangible book value was $1,266,785 (or $2,533.57 per share). For purposes of this value, net

tangible book value means total assets (exclusive of copyrights, patents, goodwill, research and development
costs, and similar intangible items) minus total liabilities.

RISK-FACTORS

the—me%t—%abst&tﬁml—te—an—mw%}HMM@#%&MH@W—%&%H&@%M}WMM%%Q%&xH%e
MMW%%(&H%H&QMQL%HW tors-whieh
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USE OF PROCEEDS

The following table sets forth the use of the proceeds from this offering:

If Minimum Amount If Maximum
of Notes Sold Amount of Notes
Sold
Dollar Amount Dollar Amount

i

$500,000

:fotal Proceeds $“5,000,000

Less: Offering Expenses

Comumissions

& Finders Fees $0 $0
Legal & Accounting $30,000 . $60,000
Copying & Advertising $10.000 $20,000
Net Proceeds from

Offering $460,000 $4,920,000

Uses of Net Proceeds

Operating Expense $260,000 $620,000

Operating Capital/Fund/Purchase

Mortgage Loans $200,000 $4,300,000

Total Use of Net Proceeds , $500,000 $5,000,000
Percentage of Proceeds Used 100% 100%

The operating expenses set forth above reflect salaries, advertising, and other related expenses involved
with our company's growth. The operating capital referenced above will be used to_improve our net worth
which will allow us to obtain larger lines of credit from our warehouse lines of credit. Additionally, the
operating_expenses will enable us to expand our retail and wholesale divisions, as discussed in the Company
Anticipated Milestones for Necessary Growth set forth above. If we raise more than the minimum amount of

proceeds, we intend to use 10%-15% of such proceeds for the above-described operating expenses, with the
balance of such proceeds for operating capital.
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In the event the proceeds from this offering are not sufficient to accomplish the goals described in this
offering circular, the following is the order of priority in which such proceeds shall be applied:

@) costs associated with this offering;
(i)  operating eapitak-and-expenses (for the expansion of our retail and wholesale divisions);
and

(iii)  operating capital for the purchase of mortgage loans.

Currently and in the past, working capital has come from revenue, as well as the shareholders and other

debt obligations._ However, after we receive the minimum proceeds from the Offering, no material part of any

other funds will be used together with the proceeds for the expected milestones of this Offering descri above

No material part of the proceeds of this offering will be used to discharge indebtedness or to acquire
assets, other than in the ordinary course of business. Furthermore, no amount of the proceeds will be used to
reimburse any officer, director, employee or stockholder for services already rendered, or any assets previously
transferred. However, proceeds from this offering may be used to reimburse shareholders for any shareholder
loans to the Company (which is included in operating expenses).

Even if we only raise the minimum proceeds as a result of this offering, such proceeds will still provide

our company with the increased net worth and cash to achieve the wth described herein and meet

projections, described above. If we raise the minimum funds, we do not anticipate the need to raise additional
funds within six (6) months thereafter.

We do not anticipate any cash flow issues; we expect cash flow to improve within 60 days after this
offering. All accounts payable have been paid within the acceptable time frame, and no collections or
judgments against us exist.

After reviewing the portion of the offering allocated to the payment of offering expenses, as well as any
other applicable payments, a potential investor should consider whether the remaining portion of the investment,
which would be allocated for future development of-the our business and operations, would be adequate.

This offering will raise all the funds needed for the twelve months after the closing of the offering. Fhe

speeifie—ase-ofSuch p § perating expense and capital. Additionally, the proceeds
sare expected to be for_expanding our retail wholesale division, as described above, as well as leveraging

net worth for more favorable warehouse lines, and other lines of credit, to have the ability to make more loans.

Addittonaly—sueh-proceeds-will- be-used-forour-eperabngeapital:

CAPITALIZATION OF COMPANY

Amount Outstanding
As of: As Adjusted After Offering
8710/31/03 Minimum Maximum
Debt:
Short-term debt (average interest $24.553.60516, $24;553.60516,0 $24;553:60416,0
rate 425%14.31%) 006,515 06,515 06,515
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Long-term debt N/A $500,000 $5,000,000

Total debt $24:553.60516, $25:6853;605 $29,553,60521.0

006,515 16,506,515 06,515

Stockholders equity (deficit):

Preferred stock — par or stated

value (by class of preferred in

order of preferences)

N/A
N/A N/A N/A

Common stock — par or

stated value

$ 450,000 $ 450,000 $ 450,000

Additional paid in capital $ 1,115,737 $1,115,737 $1,115,737
. . . $ $ §— 158751
Retained earnings (deficit) 158.751335.721 +58:751335721 335,721
Total stockholders equity $} 724 4881.901, 1724 1$88 1,901, +:724; I$88 1,901
(deficit) 458 458 458
Total Capitalization $26:273.093
17,907,973  $18,407,973 22.907.973

Number of common shares authorized: 1000 shares of no-par Common Stock.

DESCRIPTION OF NOTES

The chart below explains the material terms of the Notes

Issuer

Issuer Agents

Securities Offered

Method of Purchase

Denomination

Offering Price

Bay Capital Corp.

Stewart D. Sachs and Benjamin M. Lyons.

Renewable Unsecured Subordinated Notes_(for the four maturities
listed below). The Notes are unsecured promises to pay issued by
us. By purchasing a Note, you are lending money to us. The Notes
represent our obligation to repay your loan with interest.

Prior to your purchase of Notes, you will be required to complete a
subscription agreement that will set forth the principal amount of
your purchase, the term of the Notes and certain other information
regarding your ownership of the Notes.

You can choose the denomination of the Notes you purchase in any
prmc1pa] amount of $1,000 or more.

100% of the principal amount per Note.
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Maturity

Interest Rate

Interest Payment Dates

Principal Payment

Servicing Agent for Notes

Payment Method

Renewal or Redemption at
Maturity

The iht'erest rate of the Notes will be established at the time you
purchase them, or at the t1me of renewal based upon the above

sueh—%ﬂaae) and will remain fixed throughout the term of the Notes.

You can choose to receive interest payments monthly, quarterly, or
at maturity.

We will not pay principal over the term of the notes. We are
obligated to pay the entire principal balance of the outstanding
Notes upon maturity.

None.

Principal and interest payments will be made by an electronic funds
transfer to a depository account you designate in your subscription
documents or in the form of a certified check, at our discretion.

Upon maturity, the Notes automatiealy—willcan be renewed for the
same term and at the interest rate we are offering for new Notes—ef

ter ¢ i s—we-_(based up_og the table set
forth above} 1f we notify you prior to maturity that we intend to
repavrenew the Notes—eor_and you notify us within 15 days after
maturity that you want your Notes repaidrenewed. The interest rate
beingthat will be offered upon renewal may be different than the
interest rate on your original Note—, as the Treasury Bill rates
fluctuate. At that time, we will provide you with an updated

Offering Circular.




Optional Redemption or
Repurchase

Consolidation, Merger or

Sale

Ranking; No Security

Restrictive Covenants

pe :ent (2%) of the aggregate outstandmg pnnmpal

R balance of all notes ‘as of the last day of the prev1ous
o calendar quarter or

$1 M1111on Dollars

Upon any consolidation, merger, or sale of our Company our
-.successor will be required to assume our obligations to pay
principal and interest on the Notes.

The Notes:

are unsecured;
rank junior to our existing and future senior debt, including
debt we may incur under our existing and future credit .

facilities

rank junior to our existing and future subordinated debt,

except for offerings of additional renewable unsecured

subordinate Notes, which will rank equally with the Notes;

rank junior to our existing and future unsecured debt; except

for offerings of additional renewable unsecured subordinate
Notes, which will rank equally with the Notes; and

rank senior to any of our existing and future debt owed to
our affiliates or subsidiaries.

We desire to maintain a positive consolidated net worth.
Additionally, we do not intend to pay dividends or other payments
of cash or property to our stockholders (other than a dividend of our
capital stock on a pro rata basis to all our stockholders) unless no
default or event of default with respect to the Notes exists or would
exist immediately following the declaration or payment of a
dividend or other payment. However, this restriction would not

35




Absence of Public Market
i Restricti
Transfers

Issues of Additional ‘The tem.lsb of the Nofés will contain no provisions permitting or

Securities restricting (i) the issuance of additional Securities, (ii) withdrawal
-of cash deposited against such issuance (once the minimum sale of
Notes is made, as discussed herein), (iii) incurring of additional
debt, or (iv) the modification 0f terms of securities.

* Interest is pavable monthly.

PLAN OF DISTRIBUTION

There are no underwriters or selling agents (that is, the-persons selling the securities as agent for the
Company for a commission or other compensation) in this offering.
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Community First Bank, 3725 Old Court Road, Baltimore, Maryland 21208, an independent bank acting
as escrow agenti will hold the proceeds of the sale of the Notes until minimum proceeds of $500,000 are raised.

In the event that the munmum proceeds from the sale of the Notes are not recelved W}ﬂ%ﬂ—ave}veﬂ—z}

Decemger 31, ZQOSQ the ﬁmds recelved by the Company in addition to ac 1 terest u to and i cl
maximum of 1% per annum, will be returned to such subscrlbers in the form ofa check or 1mmed1ate avallab]e

funds within thirty (30) days of such deadline
appheablelawy..

The maximum proceeds that we will receive as a result of this offering shall not excee 11li
the event we renew the Notes (as described above in "Description of Notes"), the principal amount of such
enewed notes will be deducte ur illion maximu erin t ccordin i \Y
our maximum of $5 Million, we will be unable to renew your Note.) Additional efore enew

1s effectuated, we will send the holder of the Note an updated offering circular.
DIVIDENDS, DISTRIBUTION AND REDEMPTIONS

The Company has not paid any dividends, made any distributions upon its stock, or redeemed any
securities to date, and does not intend to do so on the foreseeable future.
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OFFICERS AND KEY PERSONNEL OF THE COMPANY

President and Chief Executive Officer:

Stewart D. Sachs Age: 52

Office Street Address:

10811 Red Run Blvd., Ste. 200

Owings Mills, MD 21117 Telephone No.: (443) 394-3500

Home address:
21756 Camper Circle
Tilghman, MD 21791

Term of Office: 2001 until a successor President and Chief Executive Officer is elected._We expect Mr, Sachs
to continue in this capacity for the foreseeable future,

Name of emplovers, titles and dates of positions held during past five vears with an indication of job
responsibilities:

1999 — 2000: Independent Consultant. Mr. Sachs provided financial advisory services to companies with
emphasis on various aspects of sub-prime finance business.

1993 — 1999: Chief Executive Officer, Valley Pine Mortgage, Inc., a mortgage company which serviced loans
for private investors (which was sold in January, 1999). Mr. Sachs was responsible for the management of

investors' private loan portfolios_(whereby private investors would purchase mortgage loans of mortgage

lenders).

1976 — 1993: President, Chief Executive Officer, Regional Savings Bank. Mr. Sachs was responsible for
establishing bank objectives, policies, and plans.

Education (degrees, schools, and dates):

University of Baltimore — Bachelor of Science, 1975.

Business Experience:

As described above Mr. Sachs has a wide range of experience in the management of banks and mortgage‘
lending.

Mr. Sachs is a full time employee of the Company.
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Chief Operating Officer:

Name: Benjamin M. Lyons Age: 3738

Office Street Address:

10811 Red Run Bivd., Ste. 200

Owings Mills, MD 21117 Telephone No.: (443) 394-3500

Home address:
2920 Talbert Court
Finksburg, MD 21048

Term of Office: 2002 until a successor Chief Operating Officer is elected:._We expect Mr. Lvons to continue in
this capacity for the foreseeable future.

Name of employers, titles and dates of positions held during past five (5) vears with an indication of job
responsibilities:

January 1999 - November 2002: President, Fidelity First Lending, Inc. (a mortgage lending company).
June 1996 — January 1999: President, Valley Pine Mortgage (a mortgage lending company).

In each of the above positions, Mr. Lyons ran the day-to-day operations of each of the companies.
Education:

High School Diploma — Owings Mills High School, 1983.

Business Experience:

Mr. Lyons has been involved in a mortgage banking and brokerage since 1987.

Mr. Lyons is a full time employee of the Company.
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Vice President, Secondary Marketing:

Jay W. Jang Age: 35

Office Street Address:
10811 Red Run Blvd., Ste, 200
Owings Mills, MD 21117 Telephone No.: (443) 394-3500

Home address:
3100 Fox Valley Drive
West Friendship, MD 21794

Term of Office: 2002 until a successor Vice President, Secondary Marketing is elected:, We expect Mr, Jang to
continue in this capacity for the foreseeable future.

Name of emplovers, titles and dates of positions held during past five (5) vears with an indication of job
responsibilities:

June 2002 —~ November 2002: Vice President of Secondary Marketing, Amerix Mortgage.

August 1998 — May 2002: Supreme Trader of Fieldstone Mortgage, Secondary Marketing.

Mr. Jang was involved in product development, pricing, hedging, and trading in the above positions.
Education (degrees, schools, and dates):

Loyola College (MD), M.B.A. August 2001.

Duke University, BA in Economics June 1989.

Business Experience;

Mr. Jang has experience in secondary marketing, underwriting, and origination of residential mortgages.

Mr. Jang is a full time employee of the Company.
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Vice President. Wholesale Operations:

Lisa C. Ellis Age: 36

Office Street Address:

10811 Red Run Blvd., Ste, 200

Owings Mills, MD 21117 . Telephone No.: (443) 394-3520

Home address:
4021 Silvage Road
Baltimore, MD 21236

Term of Office: 2003 until a successor is appointed by the Company. We expect Ms. Ellis to continue in this
capacity for the foreseeable future.

Name of employers, titles and dates of positions held during past five (5) years with an indication of job
responsibilities:

19962002 — 39972003 Senior Underwriter, Eastera-SavingsBankSusc _y_elzmmg_ng:t gage Corporation

1997 - 2002: Vice President, Alternate Mortgage Funding Corporation

20021996 - 26031997: Sentor-Underwriter, Sus

Education (degrees, schools, and dates):

Catonsville Community College and Essex Community College: Certified in Real Estate Finance and
Appraising in 1984.

The Financial Institute of Education: Certified in Residential and Consumer Lending in 1985.

Business Experience:

Ms. Ellis has experience in underwriting mortgage loans, and has been involved in mortgage lending since 1983.

Ms. Ellis is a full time employee of the Company.
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Vice President, Wholesale Operations:

Craig K. Cohen Age: 30

Office Street Address:

10811 Red Run Blvd., Ste, 200

Owings Mills, MD 21117 Telephone No.: (443) 394-3520

Home address:
5901 Riverwood Ct.
Frederick, MD 21704

Term of Office: 2003 until a successor appointed by the Company._ We expect Mr. Cohen to continue in this
capacity for the foreseeable future.

Name of emplovers, titles and dates of positions held during past five (5) vears with an indication of job
responsibilities:

& A

AT
&

2001 — 2002: Owner and founder of The Kellert Group, LLC (a company involved in buying and selling of
items on the Internet).

2000 - 2001: Fmance Manager/Loan Office, Community Bank of Northern Virginia

1999 —2000: Director of Wholesale Operations, NuMax Mortgage Corp.

2002—1997 - 1999: Senior Account Executive, Aceredited -He:

1995 — 1997 Assistant Manager, Retail Division, NuMax Mortgage Corp.

Education (degrees, schools, and dates):
Elon College (B.S.), Elon, North Carolina, 1994

Business Experience:

Management, finance, sales, and marketing skills, specifically in the wholesale sales of mortgages.

Mr. Cohen is a full time employee of the Company.

42




Secretary:
Jamie E. Sachs ‘ Age: 23

Office Street Address:
10811 Red Run Blvd., Ste, 200
Owings Mills, MD 21117 Telephone No.: (443) 394-3520

Home address:
3506 Avery Hill Drive
Owings Mills, MD 21117

Term of Office: 2002 until a successor Secretary and Treasurer is elected._ We expect Ms. Sachs to continue in
this capacity for the foreseeable future,

Name of emplovers, titles and dates of positions held during past five (5) vears with an indication of job
responsibilities:

1998 — 2000: Processor, Chesapeake Title Escrow Management.
1996 — 1998: Receptionist, Valley Pine Mortgage, administrative duties and front office management.
High School Diploma — Pikesville Senior High School, 1998.

Business Experience: Administrative and Office Management.

Ms. Sachs is a full-time employee of the Company.
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Vice President, Director of Branch Development

James W. Emery Age: 49
Office Street Address:
10811 Red Run Blvd., Ste, 200

Owings Mills, MD 21117 Telephone No.: (443) 394-3500

Home address:
145 N. McCall Cove
Collierville, TN 38017

Term of Office: From 2002 until a successor Vice President, Director of Branch Development is elected:._We

expect Mr. Emory to continue in this capacity for the foreseeable future.

Name of employers, titles and dates of positions held during past five (5) vears with an indication of job
responsibilities:

2000 — 2002: Senior Vice President/Director of Branch Network Division, Mortgage Portfolio Services, Inc.
(Dallas, TX).

1998 — 2002: President, First American Home Mortgage (which became a branch of Mortgage Portfolio
Services, Inc., in 2000).

1997: Executive Vice President, COO, Community Mortgage Corporation. In this position, Mr. Emery was
responsible for the management of multi-state banking operations.

1995 — 1996: Senior Vice President, First Bank Mortgage Corporation. In this position, Mr. Emery managed
sales and marketing efforts of a multi-state retail and wholesale mortgage banking company.

Education (degrees, schools, and dates):
Associates Degree, Florida Community College, 1983.

Business Experience: Wide range of experience in mortgage banking, as well as marketing and sales in
connection with mortgage banking.

Mr. Emery is a full time employee of the Company.
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Vice President of Wholesale Sales

Name: Ronald J. Granick Age: 51

Office Street Address: |

10811 Red Run Blvd., Ste, 200

Owings Mills, MD, 21117 Telephone No.: (443) 394-3500

Home address:
12419 Knollcrest Road
Reisterstown, MD 21136

Term of Office: From April 2003 until Beecenb 3 d-b DanY
a successor is chosen e expect Mr. Granick to continue in this capacity for the foreseea

Name of emplovers, titles and dates of positions held during past five (5) vears with an indication of job
responsibilities:

1974 — 2003: Manager of Product Development, Advance Business Systems. In this position, Mr. Granick
developed and Marketed new products for an office products company.

Education (degrees, schools, and dates):

University of Maryland, Bachelor of Science in Marketing, 1974.

Business Experience:

Product development management.

Mr. Granick is a full time employee of the Company.
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DIRECTORS OF THE COMPANY

There are currently three (3) directors of the Company, namely Stewart D, Sachs, Benjamin M. Lyons, and Paul
Bekman. General information concerning the background of Mr. Sachs and Mr. Lyons is set forth above. The

information concerning Mr. Bekman is set forth below:

Mr. Paul Bekman Age: 57
Office Street Address:
300 W. Pratt Street

Baltimore, MD 21201 Telephone No.: 410-539-6633
Home address:

11541 Saint Davids Lane
Lutherville, MD 21093

Term of Office: 2002 until a successor director 1s elected.

Name of employers, titles and dates of positions held during past five (5) vears with an indication of job

responsibilities:

2002 - 2003: Member, Israelson, Salsburg, Clements and Bekman (a Baltimore law firm)

1998 — 2002: Principal, Israelson, Salsburg, Clements and Bekman
Education (degrees, schools, and dates):

B.A. — University of Maryland, 1968

1.D. — University of Maryland School of Law, 1971

Business Experience:

Investor and Attorney-at-Law for 20 years.
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The following Officers and Directors also managed companies in the same business as the Company:

e Stewart D. Sachs and Benjamin M. Lyons owned and operated Valley Pine Mortgage, a mortgage
banking company.

e Jim Emery was the President of Mortgage Portfolio Services.

o JayJang worked for Fieldstone Mortgage as an employee and was involved in secondary marketing.

The Company has key man life insurance policies on Stewart D. Sachs and Benjamin M. Lyons in the
amount of $500,000 upon each. The beneficiaries of such policies are the spouses of the officers.

No petition under the Bankruptcy Act, or any state insolvency law has been filed by or against us, or our
officers, directors, or other key personnel, and, a receiver, fiscal agent or similar officer has not been appointed
by a court for the business or property of us, or any such persons, or any partnership in which any of such
persons was a general partner within the past five years, or any corporation or business association of which any
such person was an executive officer at, or within the past five years.

Please note, after reviewing the information concerning the background of our officers, directors and
other key personnel, potential investors should consider whether or not these persons have the adequate
background and experience to develop and operate our Company as described hereunder, and to make it
successful. In this regard, the experience and ability of management are often considered the most significant
factors in the success of a business.

SECURITY OWNERSHIP

All outstanding shares of common stock of the Company are owned as follows:

Title of Class Name and Address of Owner Amount Owned | % of Class

Common Stewart D. and Nadine Sachs $00-250 7035%
10811 Red Run Boulevard, Suite 200
Owings, Mills, MD 21117

Common Paul and Arlene Bekman 214.28 30%
300 W. Pratt Street
Baltimore, MD 21201

There are currently no options, warrants, or rights issued at this time.

Additionally, we currently have no shares subject to issuance under presently outstanding stock purchase
agreements, stock options, warrants, or rights. We also have no common shares subject to issuance under
existing stock purchase or option plans, but not yet covered by outstanding purchase agreements, options or
warrants.
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The extent to which future stock purchase agreements, stock options, warrants, or rights must be
approved by shareholders is by a majority vote of the then current shareholders of the Company

After reviewing the above, you should consider whether or not the compensation to management and
other key personnel directly or indirectly, is reasonable in view of the present stage of our development.

MANAGEMENT RELATIONSHIPS, TRANSACTIONS AND REMUNERATION

A. Relationships
The following parties are related:

Stewart D. Sachs, CEO, is the father of Jamie E. Sachs, the Secretary and Treasurer of the Company.

B. Loans and Capital Contributions

We have not made loans to, or are doing business with (except as otherwise described below) any of our
officers, directors, key personnel, or 10% stockholders, or any of their relatives (or any entity controlled directly
or indirectly by any such persons) within the last two (2) years, or propose to do so within the future. The
stockholders have made the following capital contributions to the Company: On July 31, 2003, Paul Be
contributed 000 to the Company; and on February 28, 2003, he contributed an additional $1 to the
Company. On May 31, 2002, Stewart D. Sachs contributed $712.941 in mortgage receivables to the Compan

and on December 31, 2002 he contributed an additional $190,750 in mortgage receivables to the Company.

C. Guaranties

Except as set forth below, none of our officers, directors, key personnel or ten percent (10%)
stockholders have guaranteed or co-signed any of our Company's bank debt, or other obligations, including any
indebtedness to be satisfied by the proceeds of this offering.

Stewart D. Sachs has entered into a certain Continuing Guaranty dated as of June 17, 2003, in favor of
First Collateral Services, Inc., to guaranty the Master Mortgage Loan Warehousing and Security Agreement by
and between First Collateral Services, Inc., as the Lender, and the Company, as the borrower, dated June 17,
2003.

Additionally, Stewart D. Sachs and Benjamin M. Lyons have entered into that certain Guaranty
Agreement in favor of First Tennessee Bank National Association to guaranty the Mortgage Warehouse Loan
Agreement by and between First Tennessee Bank, as the Lender, and the Company, as the Borrower, dated
May 2, 2003.

D. Remuneration

The below sets forth all of our remuneration to officers, directors and key personnel for the last fiscal
year:
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Name of Individual or Capacities Remuneration
Identity of Group was recetvedReceived Aggregate
Remuneration
Officers (8) Salary $753,000
Directors (Non-Management) No remuneration 0
Key Personnel (8) Salary Included in officer
remuneration, set forth above.

At this time, there are no other remuneration payment plans for the future pursuant to any ongoing plan
or arrangement for the individuals referred above.

e three highest paid officers for the last fiscal vear were Jay Jang, Beniamin S te
Sachs. During 2003, Jay J received an annual salarv of $200,000. Benjami I.vons and Ste D. Sa
each received remuneration from the Company in an amount equal to 0,000

INTEREST OF MANAGEMENT AND OTHERS IN CERTAIN TRANSACTIONS

Stewart Sachs, is a 30% owner and the managing member of Woodridge, LLC; that owns and operates
the building leased by the Company for the principal office of the Company. Benjamin Lyons is a 30% owner
of that LLC._The Compan s Woodbridge, LLC the market rate for such lease, which was based u

study conducted to determine the proper market rent.

Additionally, Benjamin Lyons and Stewart Sachs are members of LSDOC LLC, a Maryland limited
liability company, which prepares closing documents for the Company for a fee (which is paid by the ultimate
borrowers). Stewart Sachs and Benjamin Lyons are both 50% owners of this LLC.__The fee paid for such

services is based upon the market price charged by other document preparation companies. This LL.C does not
prepare documents for any other mortgage company.

LITIGATION

At the time of this offering, there exists no past, pending or threatened litigation or administrative action,
which has had, or may have, a material effect upon our business, financial condition, or operations, including
(without limitation) any litigation or action involving our officers, directors. or other key personnel.

FEDERAL TAX ASPECTS

We do not anticipate that any significant tax benefits will be available to investors in this offering.
However, potential investors are encouraged to contact their own personal tax consultant to review details of the
tax implications and the extent that any benefits might be available and advantageous to the particular investor.
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PART F/S

Attached to this offering circular are the following financial statements (which have been prepared by in
accordance with generally accepted accounting principles in the United States):

(1)  Our audited Balance Sheet as of 42/31/62;December 31, 2002, and related statements of
operations, change in stockholder equity, and cash flows and supplemental information for the

year then ended (preparedaudited by Hertzbach & Company, P.A)).

)] UnauditedCompany prepared interim Balance-Sheetbalance sheet, statements of income, cash
flows, and other stockholders equity for the seven—menths—endedJuly-31-2003(prepared-by
Weooden-& Benson;-Chtd-)-ten months ended October 31, 2003,

' NO_ADJUSTMENTS, IN_THE OPINION OF MANAGEMENT OF THE COMPANY, ARE

NECESSARY FOR A FAIR STATEMENT OF RESULTS FOR THE RIM PERIOD,

50




PART III
INDEX OF EXHIBITS

2.1 Charter

2.2  By-laws

3.1 Form Promissory Note

4.1 Form Subscription Agreement

6.1  Lease by and Between Woodridge, L.L.C. and the Company, dated May 1, 2002

6.2  Lease by and between MBC Investors Ltd. and the Company, dated December 10, 2002
6.3  Employment Agreement with James Emery dated November 2, 2002

6.4  Employment Agreement with Jay W. Jang dated November 14, 2002

6.5  Employment Agreement with Ronald Granick dated April 25, 2003

6.6  Warehouse Loan and Security Agreement with The Provident Bank dated
September 10, 2001

6.7  Mortgage Warehouse Loan and Security Agreement with First Tennessee Bank dated
May 2, 2003

6.8 - Correspondent Agreement by and between the Company and First Tennessee Bank
dated September 10, 2001

6.9  Master Mortgage Loan Warehousing and Security Agreement with First Collateral Services, Inc. dated
June 17, 2003

6.10  Processing, Underwriting, Servicing and Sales Assistance Agreement with Community First Bank, dated
July 16, 2003

6.11 Loan Brokerage Agreement with Community First Bank

6.12  Assignment Agreement with Community First Bank

.13 Branch Manager Agreement — Mike Agetstein

6.14 _ Branch Manager Agreement — Luis Barrientos and David Birenbaum (Co-Manager)
6.15 Branch Manager Agreement — Rob Berko
6.16 Branch Manager Agreement — Keith Brewer

6.17 _ Branch Manager Agreement — Shane S. Brown (Wholesale Mortgage Network)
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6.1 Branc anager Agreement — Maxine Bvnu

6.19 Branch Manager Agreement — Tien S. Chang
6.20 _ Branch Manager Agreement — Robert Funk
6.2 ranch Manager Agreement — Jeff Gallowa
6.22 Branch Manager Agreement — Dwayne Hiltner
6.23  Branch Manager Agreement — Glenn T. Judy
6.24  Branch Manager Agreement — Jeff Koch

6.25 _ Branch Manager Agreement — Karan Lage

6.26 Branch Manager Agreement — Anthony V. Lioi

6.27 Branch Manager Agreement — Gary M. Lyons
6.28  Branch Manager Agreement — Gregory B. Nissen
6.29 _ Branch Manager Agreement — Jeff Pausner

6.30 _ Branch Manager Agreement — Tyrone Peters

6.31 _ Branch Manager Agreement — Craig Pollack

6.32 _ Branch Manager Agreement — Ronald Schneider
6.33  Branch Manager Agreement — Ronald W. Simpson

6.34 _ Branch Manager Agreement — Earlene Snowden

9.1 Escrow Agreement
10.1  Consent of Hertzbach & Company, P.A.
11.1  Opinion regarding Legality from Shapiro Sher Guinot & Sandler

12.1  Sales Material
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SIGNATURES

The Issuer has duly caused this offering statement to be signed on its behalf by the undersigned, thereunto
duly authorized, in Owings Mills, State of Maryland, on Oeteber——20603—February , 2004,

BAY CAPITAL CORP.

By:

Stewart O. Sachs, President,
Chief Executive Officer and Director

By:

Benjamin M. Lyons, Chief Operating Officer and Director

BOARD OF DIRECTORS (Majority)

- Stewart D. Sachs

Benjamin M. Lyons
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